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(54) Title: MERCHANDIZING SYSTOM 

(57) Abstract 

A host computer is used as the over- 
all control point of a merchandising system. 
"Hie host computer is Imcnconnected to a 
brand ooiporation computer wherein a manu- 
facturer, disbibutor, or other entity supplying 
products and offering discounts on products 
ran update die host computer wiOi informa- 
tion Illative to specific products. Hie host 
computer is also intereonnected to an in--sto3e 
computer which serves as an intcrfaoe toam- 
sumer interfece kiosks and in-4Core points of 
sale. The host computer Is used to track con- 
soma^ buying behavior through information 
pnwWed by a polm-crf-sale. m host com- 
puter analyzes die information according to 
brand and retail criteria, and based on a con- 
sumer specific profile, a consumer qjccific 
discount is determined for each consumer for 
each product on pronjotion in the progrmu A 
discount may be provided by the retail store 
and/or the b?and corporadon. When a con- 
sumer Is specifically identified at a kiosk, a 
customized list of discounts is printed for the 
specific consumer. The list ir^chKlcs the new 
*1ai:geiBd net price" for the promoted prod- 
uct, which is the store price less die consumer 

^t^^^i^ZT'l^^^ ^^"e^ P™*^ « *«PPm« behavior may also be 
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MERCHANDIZING SYSTEM 

TECHWICAUFTKLR 

The present invention is related to a systmn for offering discotinted piodi^ 
prices to targeted consumers, and more particulariy* to a merchandizing system which 
provides discount pricing to spedfically identified consumers based on consumer 
5 purchasing behavior^ consumer profile information and overall consumer purchasing 
habits including in-store purchasing, home shopping, and other relevant purx;hasing 
information. 

BACKGROUND OF THE INVENTION 

Various discount programs and coupon programs are well-known for 
providing discounted product prices to consumers in order to persuade consumers to 
try certain brand products or to maintain consumer loyalty to certain brand products 
through competitive pricing. For example^ some manu&cturers provide in-store 
coupon dispedsing machines directly associated with the location of a product to 
entice consumers to purchase the prodtKt at a discounted price. It is also well known 
to print product advertisements, Viiiich include coupons, that offer consume a 
discounted product price by redeeming the coupon whtti purchasing the product at the 
point of sale (PCS). One coupon system provides coupons to selected consumers and 
specifically identifies the consumers associated with the particular coupons. 
However, such systems do not provide a discount to a specifically identified consumer 
based on the past shopping behavior of the consumer. 

Paperless coupon systems have also been developed which include for 
example an integrated circuit (IC) card or magnetic strip card which identifies the 
consumer and which may also contain product discount information directly on the 
card. The card may be associated with particular products and/or may be valid for a 
25 particular period of time- 

Additionally, all of these prior art systems are concerned with providing a 
specific discount, e.g., the coupon value« having a face value which is subtracted from 
the list orice durine check-out at thet nnint nf snlft 
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Objects of the present invention include the provision of a merchandiang 
system that pro^ades a compr^ensive analysis of consumer behavi<K to enable 
product brand manufacturers and retails to specifically targeiipytKiuct discounts and 
5 promotions to specifically identified consumers and/or groups of consumers. 

Another object of the present invention is to provide such a merchandising 
system which includes a centralized database which receives infonnation from 
numerous merchandising facilities and sources such that a profile of consumer 
purchasing behavior, which is generated based upon the information contained in the 
10 centralized database, is accurate and comprehensive, and is particularly useful to 

product brand manu&ctuiers and retailers for making decisions regarding product 
discount pricing and product promotions to be offered to specifically identified 

ccHisumers to effect tfxe purchasing behavior of the specifically identified consumer. 

* 

A still fimher object of tfie present invention is to provide such a 
15 merchandising system which provides information to the consumer regaidir^ the net 

price of a promotional product, the net price reflecting the retail price of the product in 
the particular store less discounts offered by the manufacturer and/or retailer such that 
the net price is the final price the consumer must pay at the POS. 

Another object of the present invention is to provide such a merchandising 
20 system wherein the home shopping (on-line) based activity and behavior of the 

consumer is reflected m the system, and wherein the behavior of the consumer on site 
at in-store locations, such as retail shopping outlets, is reflected in promotional offers 
provided to consumers utilizing home shopping services. 

According to the present invention, a host or central computer unit (host 
25 computer) is used as the overall control point for the system of the present inventioa 

The host computer, which is located remotely from a retail store, may be 
interconnected to a brand or corporate computer (brand computer) wherein a 
manufacmrer, distributor, or other entity supplying products and offering discounts on 
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products can update the host computer with infiirmatioa relative to specific products. 
Such infoimation includes UPC codes which specificaUy identify products; pricing 
information indicative of the price of products manu&cturad for paiticuhr icgioos or 
for pazticular stores; discount infonnation indicative of discountu offered to specific 
consuowas which meet certain profile criteria; and other infoimation relevant to the 
identity or pricing of particular products. Additionally, the Eimd computer can 
receive information from the host computer indicative of consumer activity relative to 
specific products. 

According further to the present invention, the host computer is int«connected 
to a retail woricstation (in-store computer) which serves as an interfecc to consumer 
inteifece means and consumer data acquisition means, the in^re computer being 
used to transfer information to the host computer. Information may be exchanged 
between a central retail corporation computer and the host computer and/or in-store 
computers of stores in the retail chain. The consumer mterface means connected to 
the in-store computer may include one or more consumer interface temiinak (kiosks) 
which are units specifically designed for interfacing with consumers. 



In further accord with the invention, the host computer is used to track UPC 
level consumer buying behavior through information provided by the store's check- 
out register or pointnjf-sale (POS) via the in-store computer. Alternatively, the POS 
terminals in the retail store may be directly interfaced with the host computer. The 
host computer analyzes the POS information according to brand and retail criteria, and 
based on a consumer profile, a consumer specific discount is determined for each 
consumer for each product on promotion in the program. A discount may be provided 
by the retail store and/or the brand coipoiation. This discount is then stored at the 
consumer interface terminals at the stores in the applicable retail chain or chains. 
Alternatively, the infonnation may be stored at the retail corporation computer or in 
the host computer. In this case, the discounts are accessed by the consumer interfece 
tenninals via communications with the retaU corporation or host computer. The 
infonnation is stored for a specific time period or until such time as that the consumer 
30 enters its consumer identification code at the consumer interface terminal. The 
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taigeted discount is then ^Ued to that individual stoie*$ price on that product for 
that particular day. Based m this information, the consumer tntei^ce tem&ixmi 
generates a custom store dxcdarxvhkih is caistomized to the p The 
circular Usits the r^ar price, the discount and the new **targeM net price*" for Ac 
5 promoted produtt This price is then stored in the in-store computer until the 

consumCT is identified at the POS. At the POS» the net price is automatically applied 
to that product. 

In fixrther accord with the present invention, the host computer analyzes the 
consumer shopping behavior ajKi classifies the consumer for specific discount offers. 
10 More particulariy, consumers are classified by brand loyalty, such as loyal, switcher 
and competitive. Additionally, the consumers are classified by their shopping 
volume, such as light, moderate and heavy. 

Accoitlirig still further to the invention, the home shopping behavior of the 
consumer may also be utilized by Ae host computer. A home shopping computer may 

1 5 be interconnected to Ae central retail corporation computer or Ae host computer. The 
home shopping computer may be accessed by consumer home computers via 
telephone lines, cable lines, satellite communications, or any oAer suitable means of 
communications for conducting purchasing transactions wi A a home consumer. The 
home shopping behavior of Ae consumer is Aen included in Ae host computer profile 

20 of Ae consumer 

In further accord wi A the present invention, when a consumer interfaces wi A 
a kiosk, Ae consumer is uniquely identified, for example by entering a unique code or 
by using an identification card such as a magnetic strip card or integrated circuit card. 
When the consumer has been validated as a user of Ae system and speciBcally 
25 identified, user information is relayed to Ae kiosk from Ae host computer, or 

letrieved from a memory in Ae kiosk, so Aat specific net price discount offers and 
promotions may be offered to Ae consumer. This information may be provided to Ae 
kiosk in Ac form of a list or oAer information to identify specific discounts that are 
available to Ae consumer. The information relative to Ae consumer is printed out on 
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specific pricing injonnation, such as retail price, discount amouat and net price afier 
discount. The consumer can then use the printout or list while shopping to select 
items from the list ID be purchased at the net price after discount. When the consumer 
exits the store, either the same identificaUon means or the list is used to spcdficaUy 
identify the consumer at the checkout register or point of sale (POS), and the 
consumer is provided with the discounts identified on the list. After checkout, 
transaction information relative to the specific consumer and the items purchased are 
relayed from the in-store computer to the host computer for updating the host 
computer database. This information is then used to refine the consumer profile based 
on the shopping habits and behavior of the consumer. 

According stiU finther to the present invention, the consumer profile may be 
used to offer certain discounted prices and other promotional items to a consumer 
utilizing a home shopping service. 

In still further accord with the invenUon, the consumer profile may be used to 
15 provide a fiee product sample to the consumer. The behavior of the consumer after 
receiving the free product sample is used to refine the consumer profile and to 
evaluate the efficacy of the fiee product sample transaction. 

The present invention provides a significant improvement over the prior art 
because the invention provides a comprehensive profile of a consumer to accurately 
20 track and characterize the shopping behavior of the consumer. AdditionaUy, the 
present invention provides the ability to generate a shopping list which mcludes 
discounts to be offered to the consumer and/or net pricing, v^toch is pricing to be 
offered to the consumer for specific products reflecting a specific retail store price less 
a discount offered to the specific consumer. This mediod of providing discounted 
prices to the consumer as a net price provides the consumer with the ability to 
comparatively shop such that the net price or discounted price may be compared with 
the price of other available products. 

The foregoing and other objects, features and advantages of the present 
invention will become more apparent in light of the following detailed description of 
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exempiaiy embodiments thereof^ as illostiated in the accompadyii^ diawings. 

RRYF.F DESCRTPTTON OF THE DRAWINGS 

Fig. I is a sdiematic block diagram of a merchandising system in accordance 
with the present invention; 

5 Fig. 2 is a logic flow diagram showing how a user of the merchandising 

system of Fig. I utilizes the system when entering a participating store; 

Fig. 3 is a digram showing a shopping list printed for a user of the system of 

Fig. I; 

Fig. 4 is a logic flow diagram showing the check out at a point of sale (POS> 
10 by a user of the merchandising system of Fig. 1 ; and 

Figs, 5-7 are diagrams showing title classification of consumers based on their 
purchasing behavior 

nFrrATT.RD drscription of the rNVE^mQN 

The m^chandising system of the invention is particularly well-suited for 
1 5 providing specifically identified consumers with promotional offers and discounted 
pricing which is specifically targeted to the identified consumer based on the known 
behavior of the consumer. The system of the invention relies on information provided 
by brand manufacturers and distributors to uniquely identify information regarding the 
quantity, size, and pricing of brand products. Also associated with the Inand 
20 information is specific brand discount information. The system of the present 

invention also relies on information provided by retail corporations regarding specific 
brand merchandise carried by the retail corporation, pricing available from the retail 
corporation for the brand merchandise, and consumer behavior iri the retail outlets 
(stores) owned and/or managed by the retail corporation. For purposes of the present 
25 invention, the term "retail corporation" is intended to refer to an entity which is in 
control of one or more stores or merchandise outlets where a consumer will go to 
purchase products offered in the store or retail outlet. Additionally, for purposes of 
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the present invention, a brand coiporation, raanufectuwr or distributor is intended to 
identify an entiiy which is the souice of retail products provided to retail coipoiaticms 
for sale in stores or retail ouUcts. Brand corporations typically control the quantity, 
packaging, and pricing of the products. 

Referring now to Fig. 1 . a host computer 10 is directly coupled to a brand 
corporation computer 1 1 and a retail corporation (chainycomputer 12. TTie host 
computer 10 provides processing and infonnation storage relative to promotion 
targeting, management and analysis. Additionally, in-stor« computers 15 are 
interconnected to the retail corporation computer 12 and host computer 10. Each in- 
store computer 1 5 is interconnected to one or more in-store consumer inters 
(kiosks) 17 and to the in-store p6int of sale (POS) 20, eg., cash registers. 

PromoUon targeting is controUed based on the allocation of specific 
promotions to consumers that meet certain purchasing behavior patterns. These 
behavior patterns may be identified according to shopping fiequency. items purchased 
during shopping, product loyalty, number of items purchased during $hopping. 
amount spent during shopping, reccptiveness to other promotions previously offered, 
or any other informaUon which is specified by a retail corporation or brand 
corporation, TTie management function includes the storage of information indicative 
of each brand of product, the identification of which brand products are carried by the 
20 retail corporation, the storage of pricing, quantity and size information relative to the 
brand products, the storage of consumer infonnation including the identification of 
specific consumers and the shopping behavior history of specific consumers. The 
analysis function includes the analysis of consumer behavior, and the analysis of 
consumer behavior relative to specific brands and categories of products. The host 
25 computer 10 also performs retail household analysis and segmentation. 

The host computer 1 0 is interfaced with a data display and manipulation unit 

23, such as video displays, printers, keyboards, etc., that may be utilized to generate 

reports for specific brands, for specific categories of products, for specific pricing, for 

^ific retail chains, for specific consumers, or any other reporting based on the 

30 information stored in the host commitcr 1 0. The hn.<?t Rnmniitw i n m«» ^^.ia^ 
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may be interfaced with an Internet or Intranet gateway such that the host computer 10 
can receive, store and analyze infonnation relative to home shopping behawor of 
consumers. 

The retail corporation computer 12 maintains household and consumer 

5 demogmpWc and summary information for the entire retail corporation diain. The 
host computer 10, retail corporation computer 12 and in-storc computer 15 allow the 
retail corporation chain to take consumer demographic redundancy out of each 
individual store and maintain it in a single source at a corporate level. The retail 
corpi.nration computer 12 keeps track of per household promotional limits. Hiis 

10 information is provided to the host computer 10. Information indicative of 
promotions available to a particular household arc downloaded from die host 
computer 10 to the in-stor« consumer interface (kiosk) 17, either directly or \ia the in- 
stoie computer 1 5, for providing the appropriate retail chain discount to the consumer. 
A similar process applies to specific brand information. Based on specific criteria 

15 established by the brand, certain brand discounts are provided to the consumers 

meeting the s^propriate consumer profile. The brand corporation computer 1 1 and 
retail corporation computer 12, in conjunction with the host computer 10, maintain 
responsibility for ensuring that a household does not exceed a promotional limit 
Alternatively, the host computer 10 can maintain all household and consumeir 

20 information, and any other information that could be stored on the retail corporation 
and brand computers 12, 1 1 . In this case the retail corporation and brand corporation 
may be provided with a passive unit interfeced to the host computer 10 for accessing 
and/or manipulating data. 

The retail corporation computer 12 and host computer 10 are interfaced with 
25 the in-storc POS 20, either directly or via the in-siore computer 1 5, sudi diat each 

individual store sends transaction data to the reiail corporation computer 12 and host 
computer 10. Therefore, specific consumer behavior in a particular store is updated in 
both die retail corporation computer 12 and host computer 10. Additionally, die 
interface bebveen die POS 20 and the retail corporation and host computers 12. 10 
30 pmvides for maintenance of consumer information. Brand promotions arc received 
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from the brand coqx»ati<Mi computer 1 1 the host com^ 
promotions are downloaded fiom the host computer 1 0 to the i«afl coiponrtion 
computers 12 and in-store computers 15 of retaH corporations canying the f^iedfic 
brand. This information is thereafter downloaded to the individual in-stoie kbsks 17. 

S '^ldo^i7areprovidedinthe«oiBfordiiectinterfacetoc6nsumerssothat 

consumers may be uniquely identified at the kiosks, such as. the consumer entering a 
unique identifying code and pin, or the consumer utilizing a card ^vhich uniquely 
identifies the consumer. The kiosk 1 7 then retrieves information indicative of 
promotions being offered to the consumer and deliven: this promotional mfonnation 
10 to the consumer in die form ofa shopping list 

Referring also to Fig. 2, the consumer enters die store and is provided with a 
welcome message on the kiosk. The consumer then uniquely identifies him or her self 

and the kiosk checks ifthe consumer is a partidpant in the merchandising system. A 
local database of frequent shoppers may be maintained at the kiosk 17 or in-storc 
computer 15. Alternatively, every consumer may be validated through the host 
computer 10. If die consumer is not identified as a valid participant, the consumer is 
invited to register and the consumer is asked to provide specific identification 
information. If the consumer registers, the consumer may be provided with a 
complementary discount shoppmg list. The program then exits. If the consumer is 
identified as a valid participant, the kiosk 17 retrieves specific UPC discount 
inforaiation for the consumer. Then a shopping list is printed for the consumer. 
Finally the discount information is transferred to the POS and the program exits. 

Referring now to Fig. 3, the shopping list provides the consumer with a " 
welcome, special messages, and a listing of valid promotions bejng offer to the 
consumer. The consumer may reference the list throughout die shopping experience. 
The list generated in die store and provided to the consumer includes specific 
promotion infoimation including special discounts offered to the consumer. The 
pricing information is provided as a net price list. The list includes an identification 
of the retail item, the regular in-store price, the savings (eidier in percent or in 
30 amount) and the net price (Your price) to be paid by the consumer for the item. Other 
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icfonnation such as total saraigs available during the shoj^ingcxperiencet the total 
savings to date^ and other infbrmatioa may be printed on the list 

Referring iK>w to Figs, i and 4» the discounts are provided to the consumer at 
thePOS20. The consumer enters the POS 20 and is identified as a participant in the 

5 $ystem. As discussed above vnth respect to Rg. 2, the specific discount info 

for this shopping experience is transferred finom the kiosk 17 to the POS 20. for 
example via the b-store computer 15. At any time during checkout, if the scanned 
UPCs match an item on die list, the consumer receives the discount The shopping 
bdiavior of the consumer during the shopping event is then provided to the retail 

10 corporatiou computer 12 and host computer 10 via the in-store computor 15 so that the 
consumer profile can be updated. 

Referring again to Fig, I, each in-store computer 15 within a retail corporation 
includes an interface unit 27, The interface unit includes a data display (monitor) data 
input device (keyboard) and data output device (printer). The In-Store computer 1 5 is 

15 interfeced to the retail corporation computer 12 and host computer 10 via standard 

telecommunicadon devices, routers, modems, etc. Alternatively, any suitable means 
of communications may be used between the different components of the system, such 
as cable, satellite, RF» etc. Promotions arc downloaded from the retail corporation 
computer 12 and/or the host computer 10 to (he in-store computer 15. The In-Siore 

20 computer 1 5 is interface with at least one conU^oUcr contained in the interface unit 27 
that manages file maintenance, and ensures promotional integrity, and provides on- 
line promotional discounts independent of existing functions and operations. 

The consumer profile maintained in the host computer 10 may also be used to 
ofifer specific promotions and discounts to a consumer utilizing a home shopping 
25 service. The discounts may be based on both the on-line and in-$torc shopping 

behavior of the consumer. As used herein, the terms *'on-line" and "home shopping" 
are intended to refer to the activity of the consumer away from a retail store, including 
but Tkot limited to shopping via telephone, e-mail, mail, courier, on-line service 
(provided by telephone, cable, satellite, or any other suitable fonti of communication)* 

/ipt^imit tn conduct a retail 
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tnmsaction. « is >«dlkz»owntbat the Intemet or other on-line service may be ^ 
another form of n^mariccting. In some cases, certain on-line programs and services 
track the response ofsubscribeis to certain questions or offers. However, the data 
coUccted and utilized is restricted to what occurs on-line. Howcycr, most consumer 
activity does not occur on-line, but instead occurs in the store. The present invention 
utilizes this fact (o provide a new and previously unknown service. In accordance 
with the invention, a consumer's on-line activity is combined with that same 
consumer's activity off-line, i.e. in-store purchasing behavior, for the purposes of 
targeting more efTectively. 



In order to implement this home shopping feature of the invention, when a 
consumer visits a supennarket and makes purchases using a consumers card or other 
means which specifically identifies the consumer, diese purchases are registered in a 
central data base of the host computer 10, as described above. For "on-line shopping" 
the consumer interfaces with a home shopping server 30 using a home computer 33 . 
The home computer may be a standard PC interfaced with an on-Une service via 
telephone Unes. Altematively, any form of communication may be used with the 
home shopping feature of the invention. As discussed above, -home shoppbg" is not 
limited to shopping conducted from within someone's house. Instead, home shopping 
is btended to refer to any shopping conducted by the consumer outside of a traditions 
20 retail store. 

During home shopping, the consumer may visit the on-line shopping service 
(web site) of a retail corporation or brand corporation. Based on the in-store 
information collected and stored on the central database of the host computer 10, the 
consumer is offered targeted incenUves and promotions. Based on the consumer's on- 
25 line activity, including making retail purchases, the consumer profile is updated at the 
central data base maintained on the host computer 1 0. This information may also be 
updated to the retail coiporation computer 12 or brand corporation computer 1 1. 
Therefore, the purchasing profile of the consumer is based both on in-store activity 
and on-line activity. 

In accordance with the invention a /♦rtTiCT.fr,».-„io,.r.:««. ♦ 1.. . - 
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visit cm utilize tbe boxne shopping feature of the inventioiu For example, when 
planning a shopping esqperience;, a consumer can request a shopping list via the 
internet or other CHi-line service^ much like the shopping list printed at a kiosk 17 in- 
store. 11^ consumer can then use the home-generated ^oppiog^iUst to plan purchases 
5 during the in-store vidt. The home-geneiated shopping list is generated with an 

expiration date so that the consumer knows how long the discounts^ net prices and 
promotional items will be available to the consumer. 

In order to offer net pricing to a specific consumer on a sht^ping list, 
iofonnation indicative of the price list used by the particular retail store must be made 
10 available to the sy^em of the present invention so that the discounts offered to a 

particular consumer are properly applied to an in-store price to arrive at a final or net 
price. The system of the present invention must be updated with the most current in- 
store retail pricing associated with die specific items so tiiat the net pricing of tbe 
products offered to ^ecific consumers may be detemiined. 

15 The system of the invention provides several alternatives such that if an in- 

store list is generated for a consumer, and during shopping the discount information in 
the POS is lost for any reason, the consumer can still redeem their value pricing 
manually at checkout Alternatively, if the consumer does not generate a shopping list 
upon entering the store at the kiosk, the discounts may still be provided to the 

20 consumer for the specific UPC <x>de$ when the consumer is identified at the POS. 

The host computer database is updated whenever an event occurs. An event 
occurs when die system of the invention sees a combination of the following 
information: 

I, a time stamp; 

25 2. a consumer number; and 

3. a UPC purchase. 

Consimier transaction history is initially collected at the POS. Each UPC on a 
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10 



consumer receipt is compared against a master PLU file to detemunc if histwy is to be 
stored by UPC or by a category or bnmd categoiy of merchandise. For example, there 
are categories of informatioii storage based on the particular UPC of a purchased item. 
This infoimation is individually updated for the specific UPC b«ing tracked. In 
another category, various UPCs are tracked together in a single. category. TTus 
category may be by brand. Li.. only UPCs of products within a certain brand are 
associated with the categoiy. Alternatively, the categoiy may be across b«nd lines 
and the category is associated with a certain type of product, such as soft drinks. It is 
possible that an UPC is tracked in several categories, such as an individual UPC 
category, a brand category and/or a product type category. 



Each event occurring for which history is to be tracked by UPC is updated into 
a household UPC sales tabic. Each event occurring for which history is to be tracked 
by category of good is updated into the household category sales table. Each categoiy 
defines the number of household purchase histories to be kept. Transactions occurring 
15 without a consumer number may be consolidated with an accumulated "event" 
maintained daily. 

The specific information described above may be used to classify consumers 
based on their specific purchases. Brand and Retailer corporations alike want to know 
"who they are talking to" when taigeting advertising and promotions to consumers so 

20 rhey can increase the efficiencies of the marketing programs. In order to maximize 
these efficiencies, consumers are classified in accordance with the invention. This 
classification will allow mariceters to target consumers based on their value to a 
specific brand or to a chain. This value can be quantified in teims of product loykty, 
store loyalty, purchasing frequency and amount, and other factors which are directly 

25 related to product sales. 

The process of classifying consumers is outlined as follows: 

Consumer behavior is tracked via the scanner (POS) to the UPC level. This 
means that the system of the invention literally tracks every ounce for each product 
that is purchased and when. This is accomplished by conelaUng UPCs of items 
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purtdiased with the other receipt mfonnation including date and time of puichase, 
store ID, consumer ID and household ID. 

Based on tlus infonnaiion, consumers will be classified according to buying 
frequency, (how often and when they purdiase the product), acmai volume within Ae 

5 category, (how much they buy of the category as measured in ounces or count), 
percent (%) of volume of promoted brand as it relates to all other sales within the 
category, to determine how loyal a consximer is to a particular brand), total dollar 
volume in the store, profitability and so on- 
Based on this infonnation, consumers will be classified for targeting purposes. 

to As wll be understood by those skilled in the art, there are countless classifications 

that can be generated based on the stored information. Fore example, classifications 
may be based on product type, product volume, shopping frequency, amount spent, 
brand loyalty, etc. 

Classification could include but not be limited to: Loyal, Switcher and 
15 Competitive; Light Moderate and Heavy Users; Platinum, Gold, Silver, Bronze; High 
Volume/High Share of Category, Moderate Volume, High Share of Category, eta. 

Based on the consumer's classification, a percentage (%) discount or dollar 
amount ($) discount will be applied to the consumer either on a per product or on a 
total order basis. 

20 • These special discounts will be stored in each storeys server. 

When the consumer is in the store the appropriate discount, % or $, is aj^iied 
to the products they purchase or the total shopping order. 

Referring now to Figs. 5, 6 and 7, various examples of consumer classification 
are provided. In Fig. 5, A retail corporation consumer classification is provided. In 
25 this case, consumers are classified based on two criteria: profitability and volume. 

The consumers that provide high profit margins to the retail chain and also purchase 
large volumes of merchandise arc considered most valuable. The retail chain 
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classifies the consumer based on the ^)edfic profitabflhy-volume condrinaticm 
establi^ed by the consumer's profile These categories are used to deteirainc the 
specific discount offers to be provided to specific consuraens based on dieir 
classification. 

5 Fig. 6 is an jllustratioa of a brand corporation consumer classification. In this 

case, the consumer is classified by the percentage share of category and by purchase 
volume. High share, high volume consumers are considered loyal to the biand, and 
therefore are highly valued brand consumers. The lower share, lower volume 
consumers are considered less loyal, and therefore are not as highly valued brand 
10 consumers. The discounts and promotions provided to consumers are based upon the 
consumers* classification. 

Fig. 7 provides more specific details of discounts to be provided to a consumer 
by a brand corporation. In this cxanqjle, the consumer is classified based on purchase 
volume and share of category purchases (similar to Fig. 6)- However, Fig. 7 shows 
J 5 exemplary discounts to be provided to the consumer based on the consumer 
purchasing behavior. 

Once the consumer profile is completed and/or the consumer has been 
classified, this information may be used for targeting samples to specific consumers. 
As is known in the art, much like couponing, brand and retail corporations want to 

20 have the ability target samples to the most profitable consumer opportunities. 
Therefore, the present invention may be used to provide targeted samples to 
specifically identified consumers. This may be accomplished by offering 100% 
discounts (fi-ec products) for products thai must be selected/picked-up by the 
consumer during the shopping experience. Alternatively, the system of the present 

25 invention may be used with an electronic sample machine that will dispense samples 
to consumers as they enter the store based on past purchase history and brand and 
retail established requirements. 

The sample program may be implemented in accordance with the following 
process: 
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Brands corporadons are contiacted to participate. 

UPC level consumer behavior is tracked and classified according to brand 
specifications, as described ^ove. 

* A list of qualifying consumers for csudti sample will be -held in the in-stcve 
5 computer 1 5 of each store in the retail corporation. 

As the consumer enters the store^ they will swipe their consumer card or 
otherwise identify themselves at either a kiosk 17 or at an electronic sampler machine. 

If that particular consumer profile meets the criteria as established by the 
brand, then the consumer would be awarded a sample from the machine. 
10 Alternatively, when the consumer shopping list is printed at the kiosk 1 7» a list of free 
sample or 100% discount items are printed. 

A data base will be established of whom received a sample. 

The consumer buying activity will also be tracked over the next few months to 
determine who actually purchased the free sample product and when. This 
15 information is used to gage the effectiveness of the free sample program. For 

example, if the consumer purchases items having UPCs corresponding to a previously 
awarded free sample, the sample progmm will be gauged a success with re^^ect to thai 
consumer. 

As will be understood by those skilled in the art, the consumer inforaiation 
20 available in accordance with the present invention may be used for a combination "In- 

Store" and ^'Direct Mail" program which will enable select consumers to save money 
on hundreds of products in the store through both in-store shopping lists as described 
above, and by direct may coupons and discounts. Unlike a typical "direct mair 
program in which brands and retailers randomly send out coupons for consumers to 
25 redeem, usually anywhere in the maricet, the system of the present invention provides 

the ability to perfonn a "Targeted Custom Mailer", which may also tic into the stores 
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The targeted mailing of the invention may be accomplished as follows: 

Brand corporations are contracted to pitnnotc their pRXIucts in tiK sy^^ 

Based on criteria estabUshed by the biand and n^l carpprations, consunwis 
may be classified according to past purchase behavior as tracked through the retailer's 
5 scanning equipment, for example, using the consumer classification described above. 

This consumer information will be applied to each of the products in the 
system for deteraiining which discounts allocated to each product by the brand or 
retaU applies to that particular consumer. For example, multiple discounts may be 
established for particular products based on both brand and retail criteria. 

»0 • Once determined, a list of products and custom offers will be created for each 
cotistimer. 

Offers can appear in either the foim of a "dollar amount ($) discount", a 
"percentage (%) discount", or a "Net Price", which is a combination of each stores list 
price and the appropriate discount. 

15 • Every list of products is then stored in the "server" of each of the retailer's 
location so a consumer can receive their discounts regardless of where they shop. 

A similar list could be stored in the server of other retailers in the market or 
throughout the country in the case of a consumer using more than one chain of stores. 

TTie same list of products is then sent via direct mail to the targeted consumers. 

20 • When the consumer visits the store, (hey bring their list to remind them of the 
products and discounts. 

Each list could have a consumer specific Bar Code whidi would match the bar 
code or consumer code on the consumer's frequent consumer card. 

When the consumer gets to the register with their products they present a 
25 consumer's card or they scan the code on the flyer. When the code is swiped, that 
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particular consumer's list of products and custom discounts is immediately sent fiom 
the server to that roister. 

As one of the featured products is scanned, ^ appropriate discount is 
automatically applied to the consumers bilL 

5 • The discounts arc electronically calculated for reimbursement fcom the brand 
corporations, as eqqnopriate. 

Although the invention has been described and illustrated with respect to 
exemplary embodiments thereof, the foregoing and various other additions and 
omissions may be made therein and thereto without departing from the spirit and 
10 scope of the invention. 

We claim: 
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20 
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CLAIMS; 

1 - A mexchandising system, comprising: 

means for collecting data indicative of the purchasing behavior of a 
plurality of individual consumers; 

consumer profile means re^nsive to said data for characterizing the 
purchasing behavior of each one of said plurality of individual consumers to 
provide a respective consumer profile indicative of the purchasing behavior of 
each respective one of said plurality of individual consumers; and 

discount means for providing discounts to each one of plurality of 
individual consumex^^ an amount of each discount being based, on said 
respective consumer profile of said respective consumer. 



2, 



A merchandising system according to claim 1, wherein said discount means 
includes: 

means for uniquely identifying each respective one of said plurality of 
individual consumers; arKi 

consumer interface means responsive to the unique identification of a 
respective consumer for providing a net price list to said respective consumer 
based on said respective consumer profile, said net price list including a list of 
discount products and a net price of the discount products, said net price being 
a retail price for the discount products less the discounts ^plied to the 
discount products based on said respective consumer profile. 



3. 



A merchandising system according to claim 2, wherein said means for 
collecting data includes a point of sale means responsive to the unique 
identification of said respective consumer for applying said net prices to 
products purchased by said respective consumer appearing on said net price 
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4. A merchandising system according to claim 3, wherein said consumer profile 
means is responsive to selected products purchased by said respective 
consumer at said point of sale means (ox modifying said respective consumer 
profile for said respective consumer* 

S 5. A merchandising system according to claim 4, v^fhercin said consumer profile 

means is fortiier responsive to bnmd corporation criteria for providing said 
respective consumer profile for each respective consumer. 

6. A merchandising system according to claim 5 vrtiercin said consumer profile 
means is fiirther responsive to retail corporation criteria for providing said 

10 respective consumer profile for each respective consumer. 

7. A merchandising system according to claim 4 wherein said consumer profile 
means is fiirther responsive to retail corporation criteria for providing said 
respective consumer profile for each respective consumer* 

8. A merchandising system according to claim I , wherein said discount means 
IS includes: 

means for uniquely identifying each respective one of said plurality of 
individual consumers; and 

consumer interface means re^nsive to the unique identification of a 
respective consumer for providing an in-store circular of net price offers to 
20 said respective consumer based on a consumer classification determined in 

response to said respective consumer profile, said in-store circular including a 
list of discount products and the net price of the discount products, the net 
price being the store retail price for the discount products less the discounts 
applied to the discount product based on said respective consumer profile. 

25 9. A merchandising system according to claim 8, wherein said consumer 

classification is determined based a consumer's loyalty to a particular brand as 
indicated by a respective consumer profile. 
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10. A merchandising sq^emaaording to claim 9, wh 

classification is further determined based on a consumer's shopping wlumc as 
indicated by a respective consumer profile. 

n . A merchandising system according to claim 3, wherein said means for 
collecting data indicative of the purchasing behavior of a plurality of 
individual consumer further includes means for monitoring the on-Kne 
purchasing behavior of a respective consumer, 

1 2. A merchandising system according to claim 1 , wherein said means for 

collecting and storing data indicative of the purchasing behavior of a plurality 
of individual consumers includes means for monitoring the on-line purchasing 
behavior of a respective consumer. 



1 3. A merchandising system according to claim I, further comprising on line, 
interface means for directly interfacing with a selected group of said plurality 
of individual consumers, said group including consumers exhibitmg 

«S purchasing behavior via on-line services, and wherein each consumer in said 

group is provided with product discounts based on said respective consumer 
profile. 

14. A merchandising system according to claim 13, wherein said means for 
collecting data includes a point of sale means located in a retail store, and 
wherein said consumer profile means is responsive to selected products 
purchased by said respective consumer at said point of sale means for 
modifying said respective consumer profile for said respective consumer. 

15. A merchandising system according to claim 14, wherein said consumer profile 
means is further responsive to the on-line purchasing behavior of said 
respective consumer for modifying said respective consumer profile for said 
respective consumer. 



16. A merchandising system according to claim 15. wherein said discount means 
includes means for uniquely Identifyine each re-snective one of oaiH 
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of individual consumecs in said group during openition of said <m4ine 
tnter&ce means; and wherein in rc^nse to the unique identification of a 
respcetive consumer a net price list is provided to said respective consumer via 
said on-line interface means based on said respective consumer profile, said 
S net price list including a list of discount products availafeW on-line and the net 

price of the discount products, the net price being the on-line list price for the 
discount products less the discounts applied to the discount products based on 
said respective consumer profile. 

1 7. A merchandising system according to claim I ^ further comprising product 
10 sample dispensing means including: 

means for uniquely identifying each respective one of said plurality of 
individual consumers; and 

a product sample dispense responsive to the unique identification of a 
respective consumer for providing a targeted product sample to said respective 
1 5 consumer based on said respective consumer profile. 

18. A merchandising system according to claim 1 7, wherein consumer profile 
means is responsive to the purchasing behavior of said respective consumer 
after receipt of said targeted product sample for evaluating the efficacy of said 
targeted product sample. 

20 1 9 . A merchandising system according to claim 1 , wherein said discount means 

includes means for generating coupons for a respective consumer based on 
said respective consumer profile. 

20 • A merchandising system according to claim 1 9, wherein said coupons are 
mailed to said respective consumer. 
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